INTRODUCTION
Institutional investors have become increasingly important as equity holders in the most developed financial markets. At the same time, their role has often changed from passive shareholders to active participants in the governance of listed firms (Gillan & Starks, 2000) . Empirical evidence on engagement by institutional investors is mostly limited to the US and UK; little research is available for Continental European countries, although differences both in firm ownership structure and in the institutional context may induce a different behaviour by institutional investors.
Concentrated ownership prevails in continental European firms: within this context outside shareholders have no simple way to influence corporate decisions. This may, on one hand, favour rational apathy, and generate limited minority shareholder dissent at General Meetings (GM). On the other hand, lower investor protection in Continental Europe (Djankov, La Porta, Lopez-deSilanes, & Shleifer, 2008) may create additional risk of minority shareholder expropriation and generate incentives for active, institutional investors to engage with companies and to scrutinize GM decisions more closely.
It is often claimed that shareholder dissent at European general meetings is low, except in a handful of cases 2 , and that institutional investors tend to remain passive, since the costs of activism tend to outweigh the benefits. But is this really the case? In recent years, regulation created new occasions for shareholders to express their voice (Masouros, 2010) . The possibility to vote on a firm's remuneration policy (briefly: Say-on-Pay, or SOP) is among them. It has been argued that SOP looks like a promising battlefield in particular for small, uncoordinated shareholders, which otherwise would hardly have an opportunity to give feedback to management (Schwarcz-Ziv and Wermers, 2015). Furthermore, institutional investors are subject to a growing pressure to exercise their stewardship responsibilities and actively engage with listed firms. Finally, proxy advisors (PAs) operating as information intermediaries offer investor services that potentially reduce the transaction costs of activism. Proxy advisors cover a growing number of listed companies in the main European countries (Hitz & Lehmann 2017) .
Only anecdotal evidence exists on institutional investors' engagement in Europe. In this paper, we use the introduction of Say-On-Pay (SOP) legislation in Italy as a natural experiment to investigate institutional shareholder activism in a continental European country characterised by concentrated ownership. Making use of a unique dataset, we analyse how different classes of investors (in particular, institutional investors) voted on a key engagement issue (namely the remuneration policy for directors and managers, or Say-On-Pay) in 2012, and how their vote is related to Proxy Advisors' recommendations.
More specifically, we investigate three main issues: a) dissent by different classes of shareholders, with a particular focus on institutional investors; b) the mechanics of such activism at the Shareholders' Meeting (namely, the main drivers of voting decisions and whether they are correlated with PA voting recommendations) and c) whether institutional investors implement PA recommendations passively or, instead, look at specific elements relevant to their own concerns.
Our main results may be summarised as follows. First, while SOP shareholder dissent in Italy is low, in line with other developed countries, dissent is surprisingly high amongst institutional investors, in particular amongst asset managers (typically, internationally diversified mutual and pension funds) holding small equity stakes (nonblockholders). They are comparatively more likely to dissent when they have concerns about some aspect of managerial remuneration (in particular, when CEO remuneration is "high").
Secondly, institutional shareholders' dissent is negatively correlated with ownership concentration: the higher the stake held by the controlling shareholder, the stronger her incentive alignment with minority investors, at least as far as managerial remuneration is concerned. This relationship is strong and significant for nonblockholders, but not for institutional investors holding larger stakes. Our evidence is consistent with small institutional investors trusting control shareholders to act as delegated monitors on CEO remuneration and to generate shared benefits of control.
Thirdly, institutional shareholders' vote is strongly correlated with PA recommendations; this is particularly true for nonblockholders, which have lower incentives to carry out autonomous research. The influence of Proxy Advisors seems at least as strong as in the US; this is consistent with the high weight of non-domestic institutions within the set of institutional shareholders attending GMs of Italian listed companies (CONSOB, 2016) .
Finally, institutional investors do not follow PA recommendations blindly; on the opposite, they look at the specific reasons for concern expressed by proxy advisors; in particular, they seem to pay particular attention to the governance of CEO remuneration (i.e. the composition of Remuneration Committee), to the structure of the pay policy and, especially, to severance pay.
We contribute to the existing literature in several ways. First, to the best of our knowledge, this is the first paper to analyse institutional investors' voting decisions outside the US, and specifically in a continental European country characterised by concentrated ownership. We show that SOP dissent of institutional investors is not lower than in Anglo-Saxon countries and is actually influenced by several factors, including ownership concentration. Moreover, from a methodological viewpoint, this is the first paper to perform an analysis of the votes actually cast by institutional investors at the GM. Differently, from previous studies (Ertimur, Ferri, & Oesch, 2013) , we are able to identify how each institutional investor actually voted and, therefore, to investigate directly the drivers of voting decisions (including the influence of PA recommendations). Finally, our methodology allows us to differentiate how different classes of investors actually voted and to show that institutional investors (in particular, nonblockholders) are definitely more "active" than the average shareholder.
Our results are potentially relevant for a number of policy issues, including shareholder engagement with listed firms, regulation of Say-onPay and of the Proxy Advisory industry, currently debated both at the EU level and in the individual Member States.
The rest of the paper is organised as follows. Section 2 presents the related literature and briefly describes the Italian institutional framework. Section 3 describes our sample and presents descriptive statistics. Sections 4 and 5 present our econometric strategy and results. In particular, they analyse if (and how) different categories of shareholders vote on Say-on-Pay and their relation with several variables, including Proxy Advisors' recommendations. Section 6 concludes.
LITERATURE REVIEW AND INSTITUTIONAL BACKGROUND
Shareholder engagement at GMs may act as a disciplinary mechanism for management and help mitigating agency problems (Bebchuk, 2005; Rho, 2007) . When ownership is dispersed, as in the typical US public company, small shareholders have little incentive to monitor managerial decisions, due to well-known free-rider problems (Grossman & Hart, 1980; Jensen & Meckling, 1976) . Large investors, holding large debt and/or equity positions in a company, may help realign the divergent interests of managers and owners (Gillan & Starks, 2000) . Institutional investors are a likely candidate for this active role: their stake in the ownership in US equities increased from about 10% in 1953 to over the 70% in 2006 (Gillan & Starks, 2007 Thomas & Cotter, 2007) ; finally, some studies analyze the main issues of interest to active investors and how they changed over time (Gillan & Starks, 2000) .
Most of this literature focused on countries where ownership is typically dispersed (the US and the UK). Little is known about institutional investor activism in Continental Europe, although notable differences in regulation and firm ownership structure may affect investors' behaviour. High ownership concentration may discourage minority shareholders activism in European firms since their vote is unlikely to influence the final voting outcome (Renneboog & Szilagyi, 2013 The literature on shareholder voting lacks a specific focus on institutional investors' diversity. As argued by Celik and Isakkson (2013) , minority shareholders tend to be seen as a unique block but this is hardly true as different categories tend to follow different patterns. A vast strand of US literature (capitalising on the information available due to mandatory disclosure of item-by-item votes) has shown that mutual funds vary greatly in their voting behaviour, and also in their reliance on PA recommendations (Iliev & Lowry, 2015) . However, no comparable evidence is available for European countries, where remarkable differences in the institutional context (e.g. in firm ownership concentration) may induce a different behaviour by institutional investors (Hitz & Lehmann, 2017) .
In this paper, we use the introduction of Sayon-Pay (SOP) legislation in Italy as a natural experiment to investigate institutional investors' engagement with listed firms. Making use of a unique dataset, we analyse the behaviour of different classes of shareholders (in particular, institutional investors) and their relation to PA recommendations.
Say-on-Pay represents an ideal setting to analyse shareholder engagement in connection with the role of PAs. Institutional investors holding diversified portfolios often lack the incentives to cast informed ballots 5 , since information costs for every item at each GM of each firm in their portfolio may be prohibitively high. In this context, proxy advisors may provide a cost-effective service. This gives rise, however, to the question whether asset managers use actively PA recommendations, focusing on specific bits of information provided in PA reports, or consider engagement and voting as a pure "compliance duty", and consequently rely passively on the final recommendation -"for" or "against". This has, in turn, far-reaching implications for the role of proxy advisors: basically, they may either provide useful services to investors in a costeffective way or may act as delegated monitors, using standardised valuation models, potentially characterised by issues and conflicts of interest.
Our paper is linked to the literature investigating shareholder votes in connection with the role of PAs. A comprehensive picture on these issues is provided by Ertimur et al. (2013) 6 . This literature has two main limitations: first, being mostly based on US data, no analysis on countries where ownership concentration is available; second, this literature focuses on the relation between PA reports and shareholder dissent, implying that no direct evidence is available for the voting decisions of institutional investors. Our paper overcomes both these limitations since it is based on a Continental European country where firm ownership is prevalently concentrated and includes data on how each shareholder actually voted.
In Italy we expect a positive correlation between institutional investors' voting choices and PAs' recommendation, and a stronger relation in the case of nonblockholders, having stronger incentives to outsource research and analysis activities (Choi et al., 2009; Ertimur et al., 2013) , particularly for companies where they hold small equity stakes (Agrawal & Nasser, 2012; Cronqvist & Fahlenbrach, 2009 ). This is especially true in the case of international funds' investments in Italian firms, only a tiny minority of which may be considered sufficiently large to justify the investment in independent analysis.
SAMPLE SELECTION AND DESCRIPTIVE STATISTICS
We investigate shareholder voting at the 2012 Annual General Meetings when SOP was first implemented in Italy. Our initial database includes data on shareholder votes (hand-collected from GM minutes) and information on the remuneration policy and directors' remuneration (also handcollected from Remuneration Reports) for all companies listed on the Italian Stock Exchange in 2012 (226 firms). We considered only companies for which at least one PA Report (from ISS and/or from GL) was available. This leaves a final sample of 188 companies.
We track different categories of investors separately, since a) they may have different views about the firm remuneration policy; b) they may face different costs (and benefits) from activism, hence have different incentives to engage with companies; c) they may be more or less sensitive to PA recommendations. This implied a lengthy process of hand-collecting and analysing the minutes of Shareholder Meetings (which -in Italy -report how each shareholder voted on each item on the agenda).
We are particularly interested in the voting behaviour of institutional investors, which have often been recognised as a likely candidate for lowcost corporate governance activism (Renneboog & Szilagyi, 2013; Renneboog & Szilagyi, 2011 We control for a number of firms' characteristics. CEO remuneration is measured through total compensation (in log terms); the variable/total compensation ratio, which may be interpreted as a proxy for pay-performance sensitivity; disclosure quality, proxied by an index built on five remuneration disclosure characteristics 7 . Ownership concentration may have a strong influence on the voting outcome and is measured in terms of cash flow rights (CFR) owned by the ultimate shareholder. We also consider institutional investors' participation at general meeting (turnout), measured as the percentage of ordinary shares held by institutional investors attending the 2012 GM: we interpret this measure as a proxy of the (otherwise unobservable) ownership stake collectively held by institutional investors (or, alternatively, by block-vs. nonblockhoders) showing up at the GM.
Other control variables include firm size (log of Total assets); growth opportunities (MV/BV); industry (financial/non-financial); firm performance (measured, alternatively, in accounting (last year's ROA) and market terms (1-year stock return)); risk (standard deviation of stock returns); the quality of corporate governance of the remuneration process (proxied with the existence of a remuneration committee).
Data on ownership structure and board characteristics are drawn from the Consob and the Assonime-Emittenti Titoli Corporate Governance database, while accounting and stock market data come from Datastream-Worldscope. Summary statistics are reported in Table 1 , Panel A. Italian listed companies are usually smallmedium enterprises: the average (median) firm had total assets around EUR 19,000 (720) million and a market capitalization of EUR 1,700 (200) million. The average (median) CEO total compensation (including fixed and variable pay) was around 1.5 million (852 thousand) Euro, including sums received by subsidiaries and affiliates. Variable compensation was on average the 22% of total compensation. Ownership is typically concentrated: on average, the largest shareholder held a 47% stake.
Average total dissent was around 6% of votes cast, i. Median total dissent is 0%, implying that in over a half of the cases, the remuneration policy received unanimous consent.
Institutional investors' dissent is, however, much higher: average (median) dissent was around 29% (10%) of the votes cast by this category of shareholders. Consistently with our expectations, average (median) dissent increases further to 32% (17%) amongst institutional nonblockholders (basically, mutual and pension funds), which have no or little alternative to voting at the GM to express their possible discontent.
Some preliminary evidence of the relationship between (institutional) investor dissent and the Proxy Advisors' analysis of the firms' remuneration policy arises from the univariate analysis reported in Table 1 , Panel B. First, the dissent of institutional shareholders, and in particular of institutional nonblockholders, is consistently higher where PAs expressed concerns on the remuneration policy. For example, the dissent of institutional nonblockholders where ISS expressed its concern about Severance payments is on average 55.8%, versus an average of 20.6% in the case of no concern. The difference is statistically significant.
Second, the increase in dissent in the presence of PA concerns is not uniform, but is sensitive to the specific nature of each concern (the only exception is the ISS concern that "Remuneration Report was not made available in a timely manner"; however, this concern was issued only in one company, while no concern was expressed in the remaining 182 cases; as a consequence, the difference in dissent is statistically meaningless). For example, the increase in the dissent of institutional investors is equal to 10.5% in the case of an ISS concern on the quality of disclosure on the remuneration policy, while it is equal to 17,9% when the concern refers to the composition of the Compensation Committee. Although these preliminary results must be validated by the multivariate analysis, it seems that institutional investors do not follow PA recommendations blindly, but critically examine PA reports and adjust their vote accordingly. Table 2 reports the correlation matrix for the main variables used in our analysis. We test the relation between dissent and turnout of institutional investors at the GM: if shareholder dissent is mostly due to institutional investors, a positive relation is expected. We also analyse the relation of dissent with the main features of the remuneration policy, i.e. disclosure about details of the remuneration policy and the amount/structure of CEO remuneration. The results are reported in Table 3 . In Model (1) the dependent variable is total shareholder dissent. The turnout of institutional investors has the expected, positive sign, and is statistically significant, implying that total shareholder dissent is correlated with institutional investors exploiting SOP to engage with management. Both disclosure quality and CEO remuneration appear to have a limited impact.
Looking at control variables, total dissent appears to be strongly correlated with firm ownership structure (Cash_Flow_Rights): dissent is decreasing in the CFR held by the ultimate shareholder, who can barely be expected to vote against the remuneration policy adopted by a board she has, substantially, appointed. An alternative, not mutually exclusive, the explanation could be that minority shareholders vote less frequently against the remuneration policy where the controlling shareholder holds a higher stake, since she may contribute to reducing managerial pay-related conflicts of interest. The explanatory power of our model (in terms of adjusted R Total dissent in Italy seems to be mainly explained by institutional investors' turnout and firm ownership structure. . Given the well-known tendency of several institutional investors to behave passively (for "rational apathy" reasons: Easterbrook and Fischel (1996) ), this aspect is key to understand the role they actually play in corporate governance.
Institutional investor dissent
We analyse the determinants of institutional investors' dissent (and its relation to PA recommendations) by measuring the votes they actually cast on SOP. As already observed, we calculate institutional dissent as a percentage of the votes cast by institutional investors alone 8 . The results are reported in Table 3 , model (2) .
First, institutional investors' dissent is negatively correlated with their turnout, i.e. it tends to decrease -on average -where the equity stake they collectively hold is higher. One possible interpretation is that where the weight of institutional investors is higher, the board is more likely to submit a remuneration policy in line with their expectations (possibly after negotiations carried out privately) and, therefore, the probability that they show up at the GM and vote "against" is lower.
Second, institutional dissent is positively correlated with total CEO compensation, and also with past stock returns, suggesting that institutional investors' dissent is, curiously, stronger in companies performing better. While this result may look puzzling, at first glance, we would argue that institutional investors tend to vote against a firm's remuneration policy where CEO remuneration is comparatively "high". This happens, typically, where variable compensation (cash bonuses and/or stock-based compensation, which depends -in turn -on past stock returns) is high. In other words, institutional investors seem to associate higher CEO compensation (and stock returns) with the risk that compensation is excessive. Dissent is, instead, unrelated with disclosure quality, suggesting that institutions dispose of alternative information channels (such as PA reports) to understand a firm's remuneration policy.
Third, institutional investors pay attention to the governance of the remuneration policy, as suggested by the negative and significant relationship between dissent and the existence of a Remuneration Committee.
Turning to control variables, institutional investors' dissent, just like total dissent, is negatively correlated with ownership concentration: institutional investors tend to vote less frequently against the remuneration policy where the controlling shareholder holds a higher stake. This result is consistent with the hypothesis that institutional investors trust the controlling shareholder to act as a delegated monitor on managerial remuneration, since she may contribute to reducing managerial pay-related conflicts of interest. Dissent by institutions is also positively correlated with firm size (contrary to what happens in the US), possibly indicating a closer scrutiny by investors in larger firms. This is consistent with the structure of the Italian stock market, where institutional investors typically buy relatively more liquid blue chips, accounting for the bulk of market capitalization.
Institutional blockholders vs. nonblockholders
We repeated our analysis distinguishing between institutional blockholders and institutional investors holding smaller stakes (i.e. above or below 2% of equity). We expect the relation between dissent and explanatory variables to be stronger for the latter, which may have no channel other than the GM to show their discontent; blockholders are likely to be less interested in SOP since they may often negotiate directly with the board (or with the controlling shareholder). The results, reported in Table 3 models (3) and (4), are consistent with our expectations.
The results for nonblockholders confirm (and possibly drive) those reported for institutional investors in general. Their dissent is correlated with CEO remuneration and firm ownership structure, size, and stock returns. The coefficients in the regressions for institutional blockholders have, almost everywhere, the same sign as those for nonblockholders; however, they are almost never statistically significant. Contrary to what happens for nonblockholders, blockholders' dissent depends -positively -on their turnout at the GM. A possible interpretation is that institutions holding large equity stakes, while not particularly interested in SOP, do, actually, go and vote against the remuneration policy where other engagement strategies have failed. On the other hand, nonblockholders have typically neither the force, nor the incentives to engage actively with management: consequently, the lower the equity stake they hold (as proxied by their turnout), the lower also the probability that their expectations will be taken into account by the board, and, consequently, the higher the probability that they will vote against the remuneration policy. This interpretation is consistent with the negative sign of nonblockholders' turnout at the GM.
Interestingly, the negative relationship between institutional dissent and ownership concentration is almost entirely due to nonblockholders, suggesting that asset managers mostly trust control shareholders to act as delegated monitors on CEO remuneration. This result also highlights that different classes of minority shareholders may have different expectations toward control shareholders' attitude to act as delegated monitors and the related agency problems.
THE INFLUENCE OF PROXY ADVISORS

PA reports on say on pay
We analysed whether (and how) shareholders' dissent is related to the recommendations issued by proxy advisors, and/or to the details of the analysis supporting such recommendations. Our data on PA recommendations are hand-collected from the 201 ISS and 172 Glass Lewis (GL) reports issued for companies listed on the Italian Stock Exchange at the time of the 2012 proxy season. Among the 188 firms in our database, 183 firms are covered by ISS and 157 by GL.
In 2012 ISS scrutinised compensation plans of Italian firms along four dimensions: fixed pay, shortterm variable pay, long-term variable pay, service contracts (for further details see Appendix 2). This investigation was followed by a summary of the main pros and cons of the remuneration policy. ISS evaluated whether the policy deviated from five guidelines, taking into account corporate governance variables, disclosure quality and remuneration structure. ISS assigned an explicit score to disclosure quality (alternatively, above average, average or below average) but not to remuneration structure. Nonetheless, issues related to compensation structure and long-term value creation seemingly were the main drivers of concern (with 103 concerns being issued, as shown in Table A , Appendix 2); insufficient disclosure of basic features of the remuneration policy gave rise to concerns in 81 cases.
Glass Lewis analysed compensation plans of Italian listed firms along two dimensions: disclosure and compensation structure (Table B, Appendix 2). The disclosure was analysed according to a number of issues, including performance metrics, targets and hurdles, vesting periods of stock-based components, other items such as severance agreements or equity award determination process and, finally, implementation of best practices (only for blue chips included in the FTSE-Mib Index). Compensation structure was analysed with regard to pay mix, incentive plans, severance pay and director pay. The main concerns related to compensation structure came from inadequate performance conditions (117 cases) and absent or insufficient long-term investment plans (87 companies). The main issues raised by GL about disclosure were connected with undisclosed targets and performance metrics (54 and 52 companies, respectively).
Both PAs concluded their reports with a summary of the main shortcomings in the remuneration policy and a final voting recommendation. Looking at the joint distribution of recommendations (Table C, Appendix 2), ISS seems to have followed a more hard-line approach than GL. GL issued an "Against" recommendation for 31% (51 out of 167) of the firms scrutinised, while ISS came up with a negative advice in 50% (84 out of 167) of the cases. Differences should not, however, be overemphasised. ISS and GL often issued the same recommendation on SOP (this happened in 59% of the cases). They tended to agree most when they issued a positive evaluation (39% of the cases). Within the subset of controversial cases (firms where at least one PA recommended to vote against), however, ISS and GL agreed only in 32% of the cases.
PA recommendations and total dissent
Following Ertimur et al. (2013) , to gauge the influence of PA recommendations we added to our "benchmark model" used in Section 2 a set of dummy variables capturing PA recommendations (ISS Against, GL Against, and ISS&GL Against). Our results for total dissent are reported in Table 4 (models (1) to (4)).
Total dissent is, indeed, correlated with proxy advisor recommendations, but PA dummies add little explanatory power to the previous analysis. In model (1), the coefficient of ISS Against is positive at 0.049 and statistically significant (this compares with 0.268 in the US: Ertimur et al 2013) and R 2 is 26.5% (65.7% in the US). Similarly, in the model (2), the coefficient of GL Against is positive and significant at 0.041 and R 2 is 23.6%. The relation of dissent with other variables in our benchmark model is substantially unchanged (this is true, in particular, for ownership structure).
In model (3), where we include both "ISS Against" and "GL Against", R 2 increases to 37.7%. Notably, the size of the coefficient for ISS Against in model (3) is comparable to that in the model (1), while that for GL Against is much lower than in model (2) and is no longer statistically significant. In model (4), the coefficient for the "ISS&GL Against" dummy is positive and statistically significant, while the coefficient for Only-ISS (Only-GL) is (is not) significant. We interpret our evidence as consistent with ISS having a stronger influence (ISS was the dominant player in the market for proxy advisory services) on shareholder voting in companies targeted by both PAs, with GL providing, nonetheless, additional useful information.
To sum up, the correlation of total dissent with PA recommendations looks limited in Italy: for example, the influence of ISS on the shareholder vote is just around 18% of what was observed in the US (0.049/0.268 = 0.1828: Ertimur et al 2013). Furthermore, the inclusion of PA recommendations adds little explanatory power to the model (R 2 increases from 18.5 to 26.5% after the inclusion of the ISS Against dummy; R 2 is around 37.7% even for the best-fitting model -including both the ISS and GL Against dummies). For the sake of comparison, in the US the inclusion of PA recommendations enhances R 2 from 15% to 66% (for the ISS Against dummy) and to 82% (for the model including both dummies). 
PA recommendations and institutional investor dissent
We expect institutional shareholder votes also to be associated with PA recommendations; the association should be stronger than for the average shareholder, since institutional investors are known to buy PA reports on a regular basis and have a strong incentive to outsource research and analysis activities (Choi et al., 2009; Ertimur et al., 2013) , particularly for companies where they hold small equity stakes. To analyse the relation of PA recommendations with institutional investor voting, we follow the same research strategy implemented for total dissent. Our results are reported in Table 4 (models (5) to (8)).
Consistent with our expectations, votes of institutional investors on SOP are strongly correlated with PA recommendations. The coefficients for the dummies capturing PA recommendations are positive and much higher than those for total dissent. In model (5) ISS Against is positive at 0.378 (i.e. more than 8 times the coefficient in the regression for total dissent) and R 2 is as high as 49% (i.e. almost twice the value in the regression for total dissent). Similarly, in the model (6), the coefficient of GL Against is positive at 0.244 and statistically significant (it is almost 6 times the coefficient in the regression for total dissent). Even in a country where ownership is concentrated and, therefore, the voting outcome is often known in advance, institutional investors are active on SOP issues, and their voting decisions are strongly correlated with PA recommendations. This feature remains hidden from view, when looking only at total dissent, since this measure is overwhelmingly affected by the votes cast by other categories of shareholders, holding larger equity stakes.
Results are substantially confirmed in models (7) and (8), where both ISS Against and GL Against and/or an ISS&GL Against dummy are included. The correlation of institutional investors' votes with PA recommendations is, once again, stronger for ISS, as shown by the relative size of the regression coefficients; ISS is apparently followed by most institutional investors when PAs provide divergent recommendations. However, GL is far from irrelevant, even after taking into account the effects of ISS recommendations. This may be connected to two, not mutually exclusive factors: on one hand, some firms are targeted only by ISS or GL, creating an obvious channel of exclusive influence. On the other hand, dissent is much stronger where both PAs recommend voting Against, implying that even investors normally relying on ISS consider the release of a negative report by GL as an additional relevant piece of information. The inclusion of PA recommendations adds great explanatory power to our model (R 2 is around 58%, comparable to the results of Ertimur et al. (2013) for total dissent in the US).
As already observed in previous literature (Choi et al. 2009 ), it is difficult to say whether the association between PA recommendations and shareholder votes is due to a causal relationship or simply to investors and PAs considering the same factors when taking their decisions (i.e. voting and recommending for or against, respectively). Actually, these explanations are not mutually exclusive, since different categories of shareholders may follow different voting strategies.
PA recommendations and institutional blockholders' vs. nonblockholders' vote
We repeated our analysis distinguishing between institutional blockholders and nonblockholders. We expect the relation to be stronger for the latter since the sensitivity to PA recommendations depends on the incentives of institutional investors to gather and process information independently, which in turn have been proved to depend on the size of their holdings (Agrawal & Nasser, 2012; Cronqvist & Fahlenbrach, 2009 ). Furthermore, nonblockholders are often internationally diversified asset managers (mutual or pension funds), having little incentive to bear the costs implied by analyzing thousands of companies in their portfolios; this is especially true in the case of Italian firms, only a tiny minority of which may be considered sufficiently large to justify the investment in independent analysis. Our results are reported in Table 5 . Actually, the results for institutional investors as a whole seem to be driven by nonblockholders, while institutional blockholders, having a stronger incentive to perform their own research, appear to be less sensitive to PA recommendations (see models (1) to (4)). Consistently with our expectations, the relation of dissent with PA recommendations is always stronger for nonblockholders. In model (5) the coefficient for the "ISS Against" dummy is positive at 0.426, and R 2 is as high as 53.1%. In model (6) "GL Against" is also significant, although the regression has a lower R 2 ; ISS&GL (jointly) Against shows also a strong, significant additional effect in the model (8) , which has an R 2 equal to 59%. While it is difficult to estimate whether PA recommendations have actually an impact in Italy, it is reasonable to assume that at least part of the association is causal. Following Ertimur et al. (2013) , it is possible to estimate the effect of the causal relationship, assuming that (1) blockholders vote independently of ISS recommendations, while only some of the institutions holding smaller stakes do so; and (2) institutions performing their own research reach on average the same conclusions. Our results suggest that about 7.3% of investors doing their own research will vote Against when ISS also recommends Against. Consequently, at least about 35.3% of the institutional nonblockholders (42.6%−7.3%) simply follow ISS recommendations, providing a lower-bound estimate of the causal effect of ISS. If instead, institutions holding smaller stakes simply follow ISS, 42.6% may be considered an upper-bound estimate of ISS's causal influence. Both the lower and upper bound estimates of the causal impact are higher than those found by Ertimur et al. (2013) on US data (35.3% and 42.6% versus 10% and 34.4% in the US). Therefore, the effect of PAs on institutional investors' voting in Italy appears to be at least as strong as (and probably stronger than) that observed in the US. This makes perfect sense since nonblockholders are often foreign (mostly US-based) mutual and pension funds, for which relying on PA reports might be a cost-effective way to decide on SOP issues in Italian, mostly small-or mid-cap companies.
The influence of individual concerns
We finally investigate whether the sensitivity of institutional investors' votes to PA recommendations varies with the rationale for the recommendation. To this end, we substitute the coefficients of ISS and GL Against with variables capturing the number and type of concerns identified in the PA reports. Results are reported in Table  6 (the results for institutional nonblockholders (not reported) are quite similar to those reported in the text; in untabulated tests, we obtain that institutional blockholders are substantially insensitive to the contents of PA reports). In models (1) and (3) institutional shareholders' votes are regressed against dummy variables taking value 1 where Proxy Advisors express one single concern (or, respectively, multiple concerns) 9 , and 0 otherwise. Model (1) shows that coefficients on Single concern and Multiple concerns are both positive and significant, thus suggesting that institutional investors are more likely to vote against a firm's remuneration policy when ISS expresses any reason for concern. The non-significant difference between the two coefficients implies that, differently from what happens in the US, dissent is not related to the number of ISS concerns.
On the other hand, model (3) shows that, in the case of GL, the coefficient for "single concern" has the correct (positive) sign but is not statistically significant; only the presence of "multiple concerns" seems to increase significantly the probability of institutional investors voting against the remuneration policy.
In model (2) we introduce variables capturing the quality of ISS concerns; to this end, we use a set of 5 dummy variables, each taking value one if one of the 5 possible, specific reasons for concern about the firm's remuneration policy is formulated in the "Analysis" subsection of the ISS report. Model (2) shows that institutional investors, while apparently following PA advice, apparently look through the final recommendation (vote "for" or "against") at the specific reasons for concern underlined in the reports. First, they seem to care for governance issues, as suggested by the higher dissent associated with the ISS's concern related to the presence of executives in the remuneration committee. Another point institutional investors seem to care for is the structure and long-term value creation of the proposed remuneration policy (the coefficient is here positive (0.15) and statistically significant). Even more relevant in driving investors' dissent is the inclusion of provisions allowing the board to attribute "excessive" severance pay (i.e. higher than 24 months' remuneration) to leaving managers: the coefficient is here 0.310 and significant at the 1% level (it is actually twice as high as the coefficient for concerns about the structure of the remuneration policy (0.310 / 0.152 = 2.04).
Other reasons of concern identified by proxy advisors, such as the score on disclosure quality (taking into account apparently important features such as performance criteria, caps, and severance payments), or the timeliness of publication of the Remuneration Report do not seem to affect institutional shareholders' decisions.
Model (4) repeats the analysis for the quality of GL concerns, distinguishing between disclosure issues, on one hand, and structure of the remuneration policy, on the other. The positive and significant relationship between shareholders' dissent and concerns related to the structure of the compensation policy is confirmed also for GL, while concerns about disclosure seem to play here a marginal role.
To sum up, although institutional investors often follow the suggestion of Proxy Advisors to 9 Model (1) considers both a "single concern" and a "multiple concern" dummy, i.e. compares such situations with cases where no concern is expressed.
vote for or against a firm's remuneration policy, they seem to look through the final recommendations, at the specific reasons for concern identified in PA reports. The quality of PA comments seems more important than the sheer number of "concerns". Severance pay provisions possibly generating payments deemed "excessive" according to the standard conventionally adopted by PAs (24 months' pay) are -by far -the most relevant reason for concern for institutional investors. Moreover, institutional investors are apparently interested in the governance and the structure of the remuneration policy, while other reasons of concern raised by proxy advisors, such as the disclosure quality or the timeliness of publication of the Remuneration Report, are less relevant in driving institutional investors' dissent at GM.
CONCLUSIONS
Institutional investors are often criticised for their insufficient engagement with listed companies. To be sure, information and other transaction costs limit their capacity to actively monitor investee firms and to engage with their management. The incentives to remain passive (rational apathy) are arguably more relevant where a controlling shareholder is present, and where investors hold only a small stake in equity capital. A partial solution to this problem is offered by Proxy Advisors (PAs), providing proxy voting services on a subscription basis. We use the introduction of SayOn-Pay (SOP) legislation in Italy as a natural experiment to investigate shareholder engagement and the role of proxy advisors in a context characterised by concentrated ownership. Making use of a unique dataset, we analyse the behaviour of different classes of shareholders (in particular, institutional investors) and its relation to PA recommendations. Capitalising on the peculiar features of Italian regulation, we are able to track the votes actually cast by institutional investors, thereby filling a gap in the existing literature on activism and SOP voting.
Our results show that while total shareholder dissent is rather low, in line with what happens in other developed countries, dissent by institutional investors is surprisingly high: average dissent among institutional investors was around 29% versus an average total dissent equal to 6%. Average dissent increases further to 32% amongst institutional nonblockholders (typically, internationally diversified mutual and pension funds). Institutional investors are the most likely candidate to engage actively on a firm's remuneration policy (their turnout is positively related to total dissent).
Blockholders and nonblockholders seem to follow a different behavioural model when they have concerns about a firm's remuneration policy. The former have the possibility to engage with management "behind the scenes": if the board cooperates, blockholders do not need to show up at the GM, since the vote of the controlling shareholder will be sufficient to guarantee approval of the agreed upon remuneration policy. Consequently, they participate to the GM mostly in the opposite case, i.e. where management is insensitive to outside pressure, i.e. they typically show up at the GM to vote "no" (dissent is positively related to turnout). The same is not true for nonblockholders, whose capacity to engage with management is not only limited but also decreasing, the smaller the stake they hold: consequently, nonblockholders' dissent is negatively related to turnout. Institutional investors are comparatively more likely to dissent when they have concerns about some aspect of managerial remuneration (e.g. when CEO remuneration is "high") or about the governance of the remuneration setting process (e.g. when a remuneration committee has not been appointed).
Both total and institutional dissent are strongly related with firm ownership structure: in particular, they are negatively correlated with the stake held by the controlling shareholder. While this result could be considered trivial for total dissent (control shareholders almost always vote in favour of the remuneration policy proposed by the board), it was far from obvious for institutional investors. Actually, institutional investors vote less frequently against the remuneration policy, the larger the stake held by the controlling shareholder. This result is consistent with institutional investors trusting control shareholders to act as delegated monitors toward the CEO, thereby generating shared benefits of control.
Our findings also show that the vote of institutional investors is strongly correlated with PA recommendations. The role of proxy advisors appears of greater consequence for nonblockholders (mostly internationally diversified asset managers), while institutional blockholders, having a stronger incentive to perform their own research, appear to be less sensitive to PA recommendations. While it is difficult to estimate the exact causal effect of PA recommendations, we estimate that the influence of PAs on institutional investors' voting in Italy is at least as strong as (and possibly stronger than) that observed in the US. This is consistent with the weight of non-domestic institutions (which can be hardly expected to independently analyse thousands of firms in their portfolios); and it is especially so in Italy, where most listed firms may be classified as small/medium cap firms on a comparative basis.
Institutional investors, however, do not follow PA recommendations blindly; on the opposite, their decisions are affected by the specific reasons of concern expressed by proxy advisors, especially about the governance and the structure of the remuneration policy. Severance pay has, by far, the largest impact on the voting decisions of institutional investors.
Our results have potential implications for a number of policy issues currently debated both at the EU level and in the individual Member States. First, we detect a considerable amount of investor "activism" on remuneration issues, especially by nonblockholders. While this activism is not immediately apparent (general shareholder dissent is "low"), our results are at odds with conventional wisdom stating that shareholder engagement is "insufficient" or "suboptimal", particularly after one takes into account the fact that: a) dissenting on a particular item in the GM agenda underestimates activism, most of which takes place "behind closed doors"; b) value judgments should take into account the implied costs as well as benefits.
Second, in principle the case for Say-on-Pay is not straightforward in a context of concentrated ownership, for a number of reasons: a) a controlling shareholder does not need a vote to influence board decisions, since she could easily replace uncooperative board members; b) outside shareholders have no simple way to block approval of a "bad" policy; c) since majority approval is almost certain, outside investors have little incentive to get active in the first place. Our results show, however, that institutional investors holding small equity stakes perceived Say-on-Pay as a low-cost opportunity to send signals to management. In other words, we show that SOP is potentially useful also under apparently unfavourable conditions (concentrated ownership). Further research is needed to perform a comprehensive cost-benefit analysis.
Third, Proxy Advisors seem to perform an efficient role as information intermediaries providing a potentially cost-effective service to investors. At the same time, their ideal customers (i.e. the institutional nonblockholders) do not take PA recommendations at face value but are seemingly able to "look through" such recommendations (vote "for" or "against" the firm's remuneration policy) and to discern the relevant information content in PA reports.
Due to limitations in data availability, our analysis is just a first step toward a deeper understanding of institutional shareholders activism and the role of proxy advisors. Suggestions for future research include extending the analysis to: a) shareholder voting on other items in the GM agenda; b) a multi-year time frame, in order to see if shareholder decisions are stable over time and/or are influenced by changes in the institutional setting (and, possibly, in the methodological approach by proxy advisors); c) a cross-country comparison.  RET1Y: average dividend-adjusted stock returns over the last year prior to the shareholders' meeting year.
APPENDICES
 SQM_RET: standard deviation of stock returns over the last year prior to the shareholders' meeting year.
 Cash_Flow_Rights: cash-flow rights held by the ultimate shareholder (US) after taking into account the whole chain of control (if US owns 50% of direct cash-flows of A and A owns 40% of direct cash-flows of B, then US owns ultimately 50%*40% = 20% of cash-flows of B).
 Remuneration Committee: a dummy variable taking value 1 if a Remuneration Committee has been established, and 0 otherwise.
 Financial/Nonfinancial: a dummy variable taking value 1 for financial companies and 0 otherwise.
Proxy Advisors' recommendations:  ISS_Against: a dummy variable taking value 1 if ISS recommended voting "Against" Section 1 of the Remuneration Report and 0 otherwise  GL_Against: a dummy variable taking value 1 if GL recommended voting "Against" Section 1 of the Remuneration Report and 0 otherwise  ISS&GL_Against: a dummy variable taking value 1 if both ISS and GL recommended voting "Against" Section 1 of the Remuneration Report and 0 otherwise  Only_ISS: a dummy variable taking value 1 if ISS recommended voting "Against" Section 1 of the Remuneration Report while GL recommended voting "For" or issued no recommendation, and 0 otherwise  Only_GL: a dummy variable taking value 1 if GL recommended voting "Against" Section 1 of the Remuneration Report while ISS recommended voting "For" or issued no recommendation, and 0 otherwise  Number of concerns: number of reasons of concern expressed either by ISS (or, respectively, GL)
 Single concern: a dummy variable taking value 1 if ISS (or, respectively, GL) expresses only one reason of concern, and 0 otherwise  Multiple concerns: a dummy variable taking value 1 if ISS (or, respectively, GL) expresses multiple reasons of concern, and 0 otherwise. 
Appendix 2. Description of ISS and GL concerns
